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This report presents the results of our review of the Internal Revenue Service’s (IRS)
efforts to detect and deter preparer fraud in its electronic filing (e-file) program. We
conducted this audit as part of our overall review of the IRS’ Revenue Protection
Strategy to evaluate the effectiveness of electronic return activities. Specifically, our
objective was to assess if recommendations, made in a prior IRS Inspection Service
(now Treasury Inspector General for Tax Administration) Audit Report on Electronic
Return Preparer Fraud (Reference Number 045601), were effectively implemented.

Overall, we found IRS management generally implemented corrective actions
addressing recommendations contained in the prior review. Specifically, the IRS’
Criminal Investigation (CI) function implemented the Return Preparer Program (RPP) to
protect revenue by identifying, investigating, and prosecuting abusive return preparers.
The Office of Electronic Tax Administration (ETA) established procedures to identify and
remove dishonest electronic return preparers and strengthened admittance standards to
reduce the number of abusive preparers in the e-file program. Additionally, procedures
are in place to ensure that unscrupulous preparers are referred to the Examination
function for appropriate actions.

However, CI can improve the effectiveness of the RPP by increasing emphasis and
oversight over RPP activities. In addition, ETA management can improve controls over
the removal of dishonest electronic return preparers by separating the duties performed
by ETA district coordinators.



We recommended that the IRS establish overall authority and functional responsibility
for the RPP program and provide adequate resources for RPP activities. We also
recommended that IRS assign responsibility for the removal of noncompliant return
preparers to someone other than the district ETA coordinator.

IRS management agreed with our recommendations. Their comments have been
incorporated in the report where appropriate, and the full text of management’s
response is included as an appendix.

Copies of this report are also being sent to the IRS managers who are affected by the
report recommendations. Please contact me at (202) 622-6510 if you have questions,
or your staff may call Walter Arrison, Associate Inspector General for Audit (Wage and
Investment Income Programs), at (770) 455-2475.
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Executive Summary

This follow-up review relates to the important area of revenue protection and addresses
the Internal Revenue Service’s (IRS) efforts to detect and deter electronic return preparer
fraud. The Criminal Investigation (CI) function implemented the Return Preparer
Program (RPP) in 1996 to protect revenue by identifying, investigating, and prosecuting
abusive return preparers (including both electronic and paper returns).

Our overall objective was to assess whether the IRS effectively implemented corrective
actions contained in a 1994 IRS Inspection Service (now Treasury Inspector General for
Tax Administration) Audit Report on Electronic Return Preparer Fraud (Reference
Number 045601). As a result of the prior review, the CI function established a multi-
functional national RPP to address preparer fraud. The Office of Electronic Tax
Administration (ETA) established procedures to remove dishonest electronic return
preparers and to perform visitations on suspicious preparers to ensure compliance with
electronic filing (e-file) procedures. ETA also strengthened admittance standards to
reduce the number of abusive preparers in the e-file program. Additionally, the IRS
established procedures to ensure that unscrupulous preparers are referred to the
Examination function for penalty assessment or prohibition from participation in the e-
file program.

However, CI can improve the effectiveness of the RPP by increasing emphasis and
oversight. Additionally, ETA can improve controls over the removal of dishonest e-file
preparers by separating duties performed by district ETA coordinators.

Results

IRS management generally implemented corrective actions addressing the
recommendations made in the prior review noted above. However, the effectiveness of
electronic return preparer activities can be improved. Specifically:

The Internal Revenue Service Can Provide Increased Emphasis and
Oversight to Return Preparer Activities

Additional resources are needed to better address return preparer schemes. Service
Center Criminal Investigation Branches (CIB) did not always have full-time resources
devoted to identifying return preparer schemes, and CI field personnel did not always
consider the RPP as a priority or mandated program. Additionally, there was no
document that established overall authority and functional responsibility for this program.
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Although CI was responsible for leading the multi-functional RPP, no national analyst
was dedicated to coordinate RPP activities for most of calendar year 1998.

The Internal Revenue Service Can Improve the Control Over the
Removal of Dishonest Electronic Return Preparers

The ETA function established procedures for removing dishonest return preparers from
the e-file program. However, this process can be improved by separating the duties that
the district ETA coordinators perform. These officials are responsible for promoting
e-file and removing noncompliant electronic preparers. These are key duties that involve
conflicting goals.

Summary of Recommendations

To address the issues identified in this report, we recommended that the IRS provide
adequate resources for RPP activities, develop procedures establishing Cl as the lead
office for the RPP, and that CI assign a full-time analyst to coordinate the RPP. In
addition, we recommended that the IRS assign responsibility for the removal of
noncompliant return preparers to someone other than the district ETA coordinator.

Management’s Response: IRS management agreed with our recommendations and,
beginning in Fiscal Year (FY) 2000, will provide increased resources to RPP activities.
Additionally, a Servicewide Return Preparer Strategy is planned for implementation in
FY 2000 focusing on return preparers who prepare Earned Income Tax Credit returns.
As part of this strategy, a memorandum of understanding is being developed to clearly
define CI as being responsible for the fraud aspect of the strategy. Future efforts will
address additional areas of abuse as identified.

ETA will coordinate with Examination to assume responsibility for monitoring and
removal of noncompliant electronic return originators. As a result, the duties of the ETA
coordinators will no longer include compliance-type activities.

Management’s complete response to the draft report is included as Appendix IV.
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Our overall objective was to
assess whether the IRS
implemented corrective
actions specified in the 1994
report on Electronic Return
Preparer Fraud.

Objective and Scope

We performed this follow-up review to provide Internal
Revenue Service (IRS) management with an assessment
of the effectiveness of corrective actions implemented in
response to a September 21, 1994, IRS Inspection
Service (now Treasury Inspector General for Tax
Administration) Audit Report on Electronic Return
Preparer Fraud (Reference Number 045601).

Our overall objective was to assess whether the IRS
implemented corrective actions specified in the 1994
report noted above. To accomplish this objective, we:

» Determined whether Criminal Investigation (CI)
established an effective Return Preparer Program
(RPP) with specialized objectives, procedures, and
resources to deal with electronic return preparer
fraud.

» Determined if the IRS established and implemented
procedures for removing dishonest return preparers
from the electronic filing (e-file) program.

» Determined if procedures were established to ensure
that unscrupulous return preparers, identified by IRS
reviews, are referred to Examination for penalty
assessment or prohibition from participation in the
e-file program.

» Assessed whether admittance standards for e-file
were strengthened to reduce the number of
unscrupulous preparers in the program.

Our work on this follow-up review was performed at the
IRS National Office functions including CI,
Examination and Electronic Tax Administration (ETA),
four service centers (Andover, Atlanta, Austin, and
Brookhaven), and three districts (Georgia, New
England, and South Texas). We also performed work at
the Office of the Director of Practice and contacted the
Criminal Investigation Branch (CIB) staff at the Fresno
Service Center. Audit work was conducted from
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October 1998 through February 1999. This review was
performed in accordance with Government Auditing
Standards.

Details of our audit objective, scope, and methodology
are presented in Appendix I. Major contributors to this
report are listed in Appendix II.

Background

As a result of the 1994 report on Electronic Return
Preparer Fraud (Reference Number 045601), the IRS
agreed to establish a multi-functional national RPP. CI
was designated to lead and coordinate this program.
Specifically, Cl agreed to coordinate RPP activities with
other IRS functions and to provide resources to staff and
fund program activities. Additionally, detailed
procedures and guidelines were to be developed for
determining which cases will be sent to Cl or
Examination.

Cl and other IRS compliance functions, at the service
centers and district offices, identify preparers engaged in
fraudulent activity. The initial identification of
questionable returns occurs on a return by return basis
by IRS personnel. When indications of fraudulent
activity by return preparers are discovered, Cl may
initiate an investigation and later recommend
prosecution. In suspected schemes where the
identification of additional returns does not appear to be
leading to a criminal referral, the case should be referred
for examination.

Return preparer fraud involves the preparation and filing
of false income tax returns (in either paper or electronic
form). The RPP was implemented in 1996 to protect
revenue by identifying, investigating, and prosecuting
abusive return preparers, including e-file preparers.
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Results
The IRS generally The IRS generally implemented corrective actions
implemented corrective addressing recommendations contained in the 1994
actions addressing report on Electronic Return Preparer Fraud.
recommendations contained in Specifically, CI established a multi-functional national
the report on Electronic RPP to address preparer fraud. ETA established and
Return Preparer Fraud. implemented procedures to remove dishonest e-file

preparers and to perform visitations on suspicious
preparers to ensure compliance with e-file procedures.
ETA also strengthened admittance standards to reduce
the number of abusive preparers in the e-file program.
Additionally, procedures are in place to ensure that
unscrupulous preparers are referred to Examination for
penalty assessment or prohibition from participation in
the e-file program.

The following chart shows that CI has attained positive
results from return preparer activities:

Return Preparer Statistics

Fiscal Fiscal Fiscal Fiscal
Year Year Year Year
1995 1996 1997 1998
Preparers
Indicted 52 75 112 105
Preparers
Convicted 42 4 84 92
Preparers Not Not Not 83

Sentenced Available | Available | Available

ClI can improve the effectiveness of the RPP by
providing increased emphasis and oversight.
Additionally, ETA controls can be improved over the
removal of dishonest electronic return preparers from
the program by providing for separation of duties for
ETA district personnel. These duties relate to promoting
participation in the e-file program and removing
noncompliant preparers.
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Cl field personnel did not
always consider the RPP a
priority or mandated program.

The Internal Revenue Service Can Provide
Increased Emphasis and Oversight to Return
Preparer Activities

Actions can be taken to better ensure that RPP activities
are effectively performed. In addition, CI can provide
increased emphasis and oversight.

We determined that: (1) CIBs did not always have
full-time resources devoted to the RPP; (2) ClI did not
establish program roles and responsibilities through any
formal document; and (3) CI did not have an analyst or
other official dedicated to oversee or coordinate return
preparer activities for much of 1998.

CI committed to take the lead and coordinate a
multi-functional RPP in its response to the 1994 report
on Electronic Return Preparer Fraud. Additional
resources would be provided to staff and fund the RPP
in the CIBs. Cl management also noted that increased
compliance checks (visitations) to identify suspicious
return preparers would be stressed.

Additional emphasis and resources are necessary to
better address return preparer schemes

We found that CI field personnel did not always
consider the RPP as a priority or mandated program.
CIBs generally did not have full-time resources devoted
to developing return preparer schemes.

Interviews with CIB branch chiefs and examiners at five
service centers indicated that field personnel did not
consider the RPP as a priority or mandated by the
National Office. At three of five CIBs contacted, return
preparer scheme work was carried out on a part-time
basis using staff from another CI activity, the
Questionable Refund Program (QRP). Due to the
priority placed on the QRP, CIBs did not receive
staffing and funding for the RPP until February 1998.
This staffing was received as a result of the Earned
Income Tax Credit (EITC) initiative. Criminal
Investigation then committed to assign up to two
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full-time employees at each center to develop EITC
criminal referrals.

Limited district Cl and Examination resources could
adversely affect the RPP. CIB personnel at two of four
locations visited noted that district offices do not accept
many schemes due to the lack of resources. For
instance, 1 CIB identified 20 return preparer schemes
that were not accepted due to a lack of resources.
Another CIB identified an average of 28 schemes
annually over 3 years, but noted that many cases were
not accepted by district Cl or Examination due to a lack
of resources.

CIB personnel at another location referred 130 return
preparer schemes in the last 3 years but stated that other
less flagrant schemes were not always fully developed.
This situation was attributed to the perception that CI or
Examination would reject these cases due to lack of
resources or interest.

Further, information provided by 1 CIB showed that
$13.9 million in questionable refunds were released over
a two-year period due to limited Examination resources
to audit the returns.

Better coordination and increased oversight can be
provided for return preparer activities

We did not identify any documentation that established
overall authority and functional responsibilities for the
RPP. Additionally, although CI was responsible for
leading the RPP, there was no national analyst assigned
this responsibility for much of 1998.

Interviews with CI, ETA, Examination and Director of
Practice officials showed that there is no formal
document establishing program roles and
responsibilities. This document should include
functional responsibilities and requirements for
coordination, as well as resource commitments.

Although CI designated the RPP as a national priority,
the CI analyst responsible for monitoring the program
left this position in April 1998 and was not replaced
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ClI cited limited compliance
resources as a problem
related to working return
preparer cases.

until January 1999. During this period, no analyst was
assigned responsibility for monitoring the RPP.

An August 1998 CI memorandum to the Chief
Operations Officer noted that little progress was made
over the last few years to identify, develop, and refer
preparer cases. Limited resources, lack of interest, and
deviations from guidelines were cited as reasons.
Problems in monitoring and capturing data on results
were also noted. We also found that there were limited
resources and emphasis for the RPP.

Increased oversight and emphasis will better ensure that
return preparer schemes are effectively identified,
developed, and referred for appropriate action.

Recommendations

1. Ensure that adequate resources are provided for the
identification and development of return preparer
schemes.

Management’s Response: For Fiscal Year (FY) 2000,
Service Center CIBs will be allocating increased
resources (up to 61 full-time equivalent positions) to
research and develop preparer schemes. A Servicewide
Return Preparer Strategy is planned for implementation
in FY 2000. This strategy will focus on return preparers
who prepare Earned Income Tax Credit returns.
Additionally, IRS guidelines for preparer schemes will
be changed to ensure the monitoring and tracking of
these investigations.

2. Develop procedures that clearly establish Cl as the
lead office for the RPP to better ensure that activities
can be effectively coordinated cross-functionally. A
memorandum of understanding or similar document
should be prepared to specify cross-functional
responsibilities (CI, Examination, and the ETA) and
to obtain functional commitment to the RPP.

Management’s Response: As part of the FY 2000
Return Preparer Compliance Strategy, a Memorandum
of Understanding (MOU) is being developed to clearly
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ETA duties related to
removing dishonest return
preparers should be
separated.

define CI as the responsible organization for the fraud
aspect of the strategy. CI will assist other compliance
functions in the identification of abusive preparers. The
Assistant Commissioner (Research and Statistics of
Income) will be the lead office for coordinating other
areas of the strategy. The strategy co-owners will
continue to be the National Director, Tax Refund Fraud
and the Assistant Commissioner (Research and Statistics
of Income). In addition, the IRS has established a
multi-functional team and developed an integrated
compliance and education strategy.

3. Ensure that CI assigns the responsibility for
monitoring and coordinating the RPP to a national
program analyst on a full-time and on-going basis.

Management’s Response: Since January 1999, an
analyst has been assigned full-time to the RPP.

The Internal Revenue Service Can Improve the
Control Over the Removal of Dishonest
Electronic Return Preparers

ETA implemented procedures for removing dishonest
return preparers from the IRS e-file program. This
process can be improved by separating the duties that
the ETA district coordinators perform. These duties
pertain to promoting participation in the IRS e-file
program and removing noncompliant preparers.

IRS Revenue Procedures provide that the IRS can
immediately suspend an e-file preparer from the
program. The ETA coordinator facilitates the removal
of dishonest e-filers (including return preparers) by
serving as the contact point for all compliance functions
and by obtaining the approval of the district director.
The ETA coordinator then notifies the Andover Service
Center that has responsibility for removing e-filers
violating IRS Revenue Procedure provisions.
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District ETA coordinators perform duties that could
be perceived as a conflict of interest

District ETA coordinators perform duties related to both
promoting and increasing participation in the IRS e-file
program, as well as removing electronic preparers who
do not comply with established Revenue Procedures.
These are key duties that involve conflicting goals.

Two of three district ETA coordinators interviewed
expressed concerns that there is a conflict in promoting
the IRS e-file program and removing noncompliant
preparers. This concern pertains to a potential
reluctance to remove noncompliant preparers,
considering their duties in promoting participation in the
program.

ETA coordinators have been assigned these potentially
conflicting duties since the e-file program began. ETA
officials were unsure as to why these potentially
conflicting duties were assigned to ETA coordinators.

Sound management practices provide that key duties be
separated among individuals. Assignment of duties and
responsibilities to a number of individuals help to ensure
that effective checks and balances exist.

The perception of conflicting responsibilities exists
when the same individual performs duties related to both
promoting IRS e-file participation and removing
noncompliant preparers.
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Recommendation

4. Assign responsibility for the removal of
noncompliant return preparers to someone other than
the district ETA coordinator.

Management’s Response: Plans are being made for
district ETA coordinators to perform account
management and/or to promote and market the e-file
program. Their duties will no longer include
compliance activities that could be perceived as a
conflict of interest.

ETA will coordinate with Examination to assume
responsibility for monitoring and removal of
noncompliant electronic return originators.

Conclusion

The IRS generally implemented corrective actions
addressing recommendations contained in the 1994
report on Electronic Return Preparer Fraud.
Specifically, CI established a multi-functional national
RPP to address preparer fraud. ETA established and
implemented procedures to remove dishonest electronic
return preparers and to perform visitations on suspicious
preparers to ensure compliance with e-file procedures.
ETA also strengthened admittance standards to reduce
the number of abusive preparers in the e-file program.
Additionally, procedures are in place to ensure that
unscrupulous preparers are referred to Examination for
penalty assessment or prohibition from participation in
the e-file program.

However, CI can improve the effectiveness of the RPP
by providing increased emphasis and oversight.
Additionally, controls over the removal of dishonest
preparers can be improved by providing for separation
of duties for ETA district personnel. These duties relate
to promoting participation in the e-file program and
removing noncompliant preparers.
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Appendix |

Detailed Objective, Scope, and Methodology

The objective of the review was to assess whether the Internal Revenue Service (IRS)
effectively implemented corrective actions contained in a 1994 IRS Inspection Service
(now Treasury Inspector General for Tax Administration) Audit Report on Electronic
Return Preparer Fraud (Reference Number 045601). We determined whether the IRS
established a Return Preparer Program (RPP) to include identifying and removing
dishonest preparers from the electronic filing (e-file) program.

To accomplish the overall objective, we performed the following audit tests:

Evaluated whether Criminal Investigation (Cl) established an effective RPP with
specialized objectives, procedures, and resources to deal with e-file preparers by:

A. Determining if a multi-functional national RPP was established, led and
coordinated by CI.

B. Identifying and assessing existing RPP objectives and procedures as they
relate to e-file return preparers.

C. Ascertaining whether CI provided additional resources to staff and fund the
RPP in the service centers.

Determined if the IRS established and implemented procedures for removing
dishonest return preparers from the e-file program, including the performance of
compliance checks on suspicious preparers to detect violations of revenue
procedures by:

A. Determining if branch chiefs with e-file responsibilities in the service
centers and district return preparer coordinators have the authority to
suspend preparers who do not comply with requirements during the filing
season.

B. Determining if districts are carrying out e-file visitations with cross-
functional teams to coordinate fraud awareness, prevention, and detection.

Assessed whether unscrupulous e-file preparers identified during compliance
checks, Questionable Refund Detection Team reviews, or CI reviews are referred
to Examination for appropriate actions by ascertaining that procedures in place
and used by the functional groups noted above ensure that dishonest return
preparers are referred to Examination for appropriate penalties.
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Determined if e-filing preparer admittance standards were tightened to reduce the
number of unscrupulous preparers in the program by ensuring that e-file
requirements reflect preparer admittance standards that were changed to protect

system integrity.
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Appendix Il

Major Contributors to This Report

Walter Arrison, Associate Inspector General for Audit (Wage & Investment Income
Programs)

Kerry Kilpatrick, Director
Mark Nathan, Audit Manager
John O'Rourke, Senior Auditor
John Piecuch, Senior Auditor

Donald Martineau, Auditor
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Appendix Il

Report Distribution List

Chief Operations Officer OP

Assistant Commissioner (Criminal Investigation) OP:Cl

Assistant Commissioner (Electronic Tax Administration) OP:ETA
Assistant Commissioner (Examination) OP:EX

Assistant Commissioner (Program Evaluation and Risk Analysis) M:OP
Assistant Commissioner (Research & Statistics of Income) OP:RS
Executive Officer for Service Center Operations OP:SC

National Director for Legislative Affairs CL:LA

Office of Management Controls M:CFO:A:M

Audit Liaisons:
Assistant Commissioner (Criminal Investigation) OP:CI:PlI
Assistant Commissioner (Electronic Tax Administration) OP:ETA
Assistant Commissioner (Examination) OP:EX:MA
Executive Officer for Service Center Operations OP:SC:CS:S
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Appendix IV

Management's Response to the Draft Report

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224 e
OFFICE OF TREASURY

INSPECTOR GEN
coMMISSIONER August 12, 1999 RECEIVED ERAL

19
MEMORANDUM FOR TREASURY INSPECTOR GENEREJ.AFyglzo A %59
TAX ADMINISTRATION

FROM: Charles O. Rossotti
) Commissioner of Inte

SUBJECT: Draft Treasury Inspector General for Tax Administration (TIGTA)
Audit Report—The Internal Revenue Service (IRS) Can
Improve Its Electronic Return Preparer Fraud Activities

Thank you for the opportunity to respond to your draft report dated June 17, 1999. Fraud
prevention and detection is extremely important to the IRS.

The IRS understands that since more than 50 percent of the tax retumns filed are
completed by return preparers, there is a need to ensure that the return preparers are
assisting in the compliance effort. To that end, the IRS initiated a Return Preparer
Program in 1996 and established procedures to protect the revenue by identifying,
investigating, and prosecuting abusive retum preparers. The program was developed to
enhance compliance in the return-preparer community by engaging in enforcement
actions and/or asserting appropriate civil penalties against unscrupulous or incompetent
return preparers.

To enhance this ongoing Criminal Investigation effort, the IRS is putting in place a
multifunctional Return Preparer Strategy for implementation in the early part of Fiscal Year
2000. This effort will be comprised of education, compliance, examination, and criminal
enforcement. This particular effort will be targeted on the area of the eamed income tax
credit since recent statistical information has shown that this is a particularly abusive item.
Future efforts will address additional areas of abuse as identified.

We appreciate your efforts in support of our objectives to provide the necessary controls,

while striving to encourage voluntary compliance. Attached are responses to the four
recommendations in the draft report.

Questions regarding this response should be directed to Gary D. Bell, National Director
(Tax Refund Fraud), OP:CI:ORF, at (202) 622-7140, or Bill Turner of his staff at
(202) 622-7795. ’

Attachments (2)
cc: Assistant Commissioner (Electronic Tax Administration) OP:ETA

Assistant Commissioner (Examination) OP:EX
Assistant Commissioner (Research & Statistics of Income) OP:RS
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ATTACHMENT 1

Response to Draft TIGTA Report
“The Internal Revenue Service (IRS) Can
Improve Its Electronic Return Preparer Fraud Activities”
July 23, 1999

IDENTITY OF RECOMMENDATION #1

Ensure that adequate resources are provided for the identification and development of
return preparer schemes.

ASSESSMENT OF CAUSE(S)

Although the Return Preparer Program (RPP) was identified as a priority within Criminal
Investigation’s (Cl) Annual Business Plan for FY 1989, approximately 2 FTEs per
Service Center Criminal Investigation Branch (CIB) were allocated. Historically, working
preparer cases in the district has been very labor-intensive due to the number of
witnesses and also because the preparer program had to compete for limited district
resources with other CID program priority areas.

CORRECTIVE ACTIONS

A Servicewide return preparer strategy is planned for implementation in Fiscal Year
(FY) 2000. The FY 2000 strategy is focused on return preparers who prepare Eamed
Income Tax Credit (EITC) returns because of the high incidence of abuse associated
with those returns. The strategy details compliance and outreach/education visitations
for EITC practitioners. Future strategies will attempt to address other areas of abuse.

For FY 2000, the Service Center CIBs will be allocating up to 61 FTEs to research and
develop preparer schemes.

The IRM will be changed to reflect that all Sen)ice Center Return Preparer schemes will
be referred to the district office as a Primary Investigation effective October 1, 1999.
This will enable us to monitor and track the progress of these investigations.

IMPLEMENTATION DATE:
Proposed — October 1999

RESPONSIBLE OFFICIAL(S) .
Assistant Commissioner (Criminal Investigation) OP:Cl
Assistant Commissioner (Research and Statistics of Income) OP:RS
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CORRECTIVE ACTION MONITORING PLAN

Examination will track and report preparer cases initiated and the related results. Cl will
track and report Primary and Subject Investigations of preparers through the Criminal
Investigation Management Information System (CIMIS).

IDENTITY OF RECOMMENDATION #2

Develop procedures that clearly establish Cl as the lead office for the RPP to better
ensure those activities can be effectively coordinated cross-functionally. A
memorandum of understanding (MOU) or similar document should be prepared to
specify cross-functional responsibilities [Cl, Examination, and Electronic Tax
Administration (ETA)] and to obtain functional commitment to the RPP.

ASSESSMENT OF CAUSES

A memorandum from Acting Chief Compliance Officer James Donelson (attached) was
issued in January 1996 providing revised instructions for working return preparer cases.
The current ETA organization was not included in the memorandum. Following the
release of the memorandum, there was no annual integrated plan to support those
revised instructions.

CORRECTIVE ACTIONS

As part of the FY 2000 Return Preparer Compliance Strategy, an MOU is being
developed. The MOU will clearly define Cl as belng the responsible organization for the
fraud aspect of the strategy. Cl will also assist in the identification of abusive preparers
that will be addressed by other compliance functions. The Assistant Commissioner
(Research and Statistics of Income) will be the lead office for coordinating other areas
of the FY 2000 strategy. Therefore, the strategy co-owners will continue to be the
National Director, Tax Refund Fraud, and the Assistant Commissioner (Research and
Statistics of Income). Future strategies will continue to address abuse in EITC and
other identified areas of abuse in a similar multifunctional approach.

A multifunctional team has been established and an integrated compliance and
education strategy has been developed. Chief Communications and Liaison, Assistant
Commissioner (Customer Service), Assistant Commissioner (Examination), Assistant
Commissioner (ETA), representatives of the EITC Program Office, and several District
Office Research and Analysis staffs are members of the cross-functional team.

IMPLEMENTATION DATE:
Proposed: January 2000
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RESPONSIBLE OFFICIAL(S)

Assistant Commissioner (Criminal Investigation) OP:Cli .
Assistant Commissioner (Research and Statistics of Income) OP:RS
Assistant Commissioner (Examination) OP:EX

CORRECTIVE ACTION(S) MONITORING PLAN
The multifunctional group is still in the process of developing a measurement program
as part of the Servicewide Return Preparer Strategy.

IDENTITY OF RECOMMENDATION #3
Ensure that Cl assigns the responsibility for monitoring and coordinating the RPP to a
national program analyst on a full-time and ongoing basis.

ASSESSMENT OF CAUSE(S)

Due to the tumover in personnel, the Office of Refund Fraud was unable to have an
analyst assigned full-time to the RPP.

CORRECTIVE ACTIONS

Since January 1999, an analyst is assigned full time to the RPP.

IMPLEMENTATION DATE:
Completed: January 1999

RESPONSIBLE OFFICIAL(S)
National Director, Tax Refund Fraud OP:Cl:ORF

CORRECTIVE ACTION(S) MONITORING PLAN

The full-time analyst will maintain a liaison with counterparts from the Assistant
Commissioner (Cl), Office of Tax Crimes, and will receive relevant case data from the
field as to the status of Return Preparer cases referred to the districts. In addition, the
analyst will need to coordinate with the Service Center CIBs and Assistant
Commissioner (Examination) regarding the Servicewide Return Preparer Strategy.

IDENTITY OF RECOMMENDATION #4

Assign responsibility for the removal of noncompliant return preparers to someone other
than the district ETA Coordinator.

ASSESSMENT OF CAUSE(S)
The district ETA Coordinators perform duties related to both promoting increased
participation in the IRS electronic filing (e-file) program, as well as removing electronic

preparers who do not comply with established IRS Revenue Procedures. These duties
involve conflicting goals.
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CORRECTIVE ACTIONS

Plans are being made for district ETA Coordinators to perform account management
and/or to promote and market e-file and e-file products. Their duties will include no
compliance-type activities that could be perceived as a conflict of interest.

ETA will coordinate with Examination to assume responsibility for monitoring and
removal of noncompliant Electronic Return Originators. Al districts use teams of
employees to perform monitoring visits. ETA Coordinators will not be included on those
teams.

IMPLEMENTATION DATE:
Proposed: January 2000

RESPONSIBLE OFFICIAL(S)
Assistant Commissioner (Electronic Tax Administration) OP:ETA
Assistant Commissioner (Examination) OP:EX

CORRECTIVE ACTION(S) MONITORING PLAN
ETA will continue receiving periodic monitoring visit reports from each district and

region. These reports provide data such as number of visits, types of visits, results of
each visit, and time used for visits. ’
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ATTACHMENT 2

DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

CHIEF COMPLIANCE OFFICER "Ll‘H 2 'q’q (

VEMCRANDUM FOR REGICNAL COMMISSIONZRS
SERVICE CENTER DIRECTCRS
ASSISTANT CCOMMISSIONE

FROM: James E. Donelson
Acting Chief Compliap

SUBJECT: ‘' .-, Returr Preparsr Program
o2

‘.

.. On*August 14, 1995, we sent draft procedures to all of
vou for comments regarding the Return Preparers progran. We
appreciate all of the comments and input ard have incorporated
many of the recommended revisions. The £inal version of the
return preparer procedures is attached for immediate district and
cervice center distribution and implementation. Correspcnding
changes to the Internmal Revenue Manual will be forthcoming.
additionally, & Returm Preparer Audit Technique Guide will be
davelioped at a later date. ’

The purposa of these procedures is to supplement the
provisions of IRM (20) (11)00 Preparex/Promoter/Protester Penalty
Zandbook, in additicno to assisting the districts and service
centers in the identificaticn ané administration of Tetura
preparer penalties as they -elate to Internal Revenue Code
secticns 6894 and 6695 when the facts and circumstances indicate
they are warranted. These procedures apply to both paper and
electronic filers. The Natioral Office is closely moanitoring
retuzn praparer activity. 2lease advise us if you have any
comments or suggestions corcerning the inplementation of these
procedures. :

If you have any questicns a member of your staff may contact
Yope Wilson (Bxamination), on (202)401-4338, iester L. Rokerts
III (Criminal Investigatior), on (202) €622-3712, Aaron Welch
(Returns Processing), on (202)283-0367 and Slaine Beck (Service
Center Examination), on (26G2) 622-3837.

Ettachment

RECEIVED -

cEWED . .
RE . . JAN 12 1995
1an - DIRECTOR'S OfF
COMP\_\ANCE oW KCse, TOF

ATTHch o™
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Return Preparer Procedures

Imroduction

The Tax Reform Act of 1975 provides penalty and cojoirment action provisioas designed to
enable the Service to more closely monitor the aciivities of the tax preparadon industty. Retum
preparer penalties relate to Intenal Revenue Code (IRC) sections 6694, 6695, 6700, 6701, 6713,
7407, and 7408. Internai Revemue Manual (IRM) (20)(11)00 contains Examination Division
procedures as to when 10 consider preparer penalties as well as program responsibilities for the
National, Regional and District Offices. .

This document outlines procedures that should be followed by Districts and Service Centers in
identifying and dealing with questionable retum preparecs and the returns, {paper and electromic)
they prepared. The primary purpose of these procedures is ta identify problem preparers, to
present options for working returas completed by these preparers, and to assert the various return
preparer penalties, ifthe facts indicate they are warramed. Iris noted that pepalty assertion is the

key cuforcemzat vehicle of the Service in dealing with non-campliant preparers.

The procedures as outlined herein are meant to supplement the Program Coordination
Respoasibilities as outlined in IRM (20)(11)12. They are intended to include activides from
successful programs in various Districts and/or Service Centers. The mandatory provisions
referred to in this document, i.e., TRM procedures, should be added to programs-already in place
to ensure coasistency. Districts and/oc Service Ceaters with no program in place may find that
implementation of these procedures will produce program results which are more beneficial than
examination of DIF returns. Districts that have not had an active rctirn preparer program, may
wish to conduct en orientation for Examination technical employees. The session may be
conducied in a group mesting format in eight hours or less. The following areas should be
covered:

Explznation of the Raturn Preparer Penalty provisions.
Esaminadon and intervies techaiques.

. Procedural requirements for retum preparer penaity cases.
Referral of potental problem preparess to the Pealry Screening Committee (PSC).
Referrals to the Director of Practice.

paoop

The major focus of this program is to addrsss preparers that are the primary source of abusive
returns. Esch function should customize its approach in dealing with problem preparers based on
the specific problems detected m their disTict and/or servics center.
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District ousibilities
I. Districts will initiate the following actions:

A. Each District Director will establish a multi-functional Penalty Screening Comunittce
(P SC), which includes the District Office Electronic Filing Coordinator (DOEFC), Examigation
Rewurn Preparer Coordinator (RPC) and a Criminal Investigation Division (CID) Represeatarive.
Contact will be made with Servicc Center representatives from the Criminal Investigation Branch
(CIB) and Examination as nesded. The team will be respoasible for implementing the Diswict’s
provisions of this document and IRM (20)(11)17, Preparer/Promotsr/Pratester Penalties
Handbook. The comumittes should be in place as soou as possible after January 1, 1996.

B. In accordance with IRM (20)(11)12, onec or more district managers should be designated
by the District Director to be accountable for activities of the "committe=” which are as follows:

1. Responsible for planning and coordinating the implementation cf Regional and National
Office Retumn Preparer strategy. - . .

2. Establish viable communication lines berween Planning and Special Programs (PSP), the
District Electronic Filing (ELF) Coordinator, the CI[D Questonable Refund Program Coordinator
(QRPC), the Service Cemter Examination RPC, and the CIB Rerumn Preparér Coordinator. A
major goal of the committee is to more effectively identify patterns of preparsc abuse and prevent
duplication of efforts within the Districts and Service Centers.

3. Meetings should be held at least monzhly during the filing season and then quarter{y
tiroughout the remainder of the year. The comumittes mectings will focus on monitoring program
results, analyzing methods, and making recormmendations to the District Director concerning
changes to the program. .

4. The PSC will review all preparer penaity case files from whaicver source prior to
recommending the initiation of a2 project on an ~identified” preparer. The written request will be
forwarded for approval through the Chief, Examination Division, to the District Direczor. The
District Director will make the final determination, in writing, approving or disapproving the
request to initiate & Program Action Case (PAC). Under ao circumstances will a sample of
returns be examined without approval of the District Director or Assistant District Director. The
following information should be included in the request for approval:

-The name(s) of the preparer, including business name.
. The SSN/EIN of the preparer.
The address of the preparer, including business address.
The areas of abuse identified.
e. Attachment of pectinent examples of pages from the tax rexura(s) where the ebuse
was identfied.

anae
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f. The source of the information, which resulted in the referrel.

Upon approval the RPC should taks the necessary acton to establish a local projest code for
retumns included in the PAC.

5. Coordinate activites of the site visitztion tzams. Visitations should te conductzd on
ELF and cther preparers during the filing season that tae teamn deerms appropriate. Service
Center reports, plus information refesr=d from dismict cfEes functions, i.e. ths ELF Coordinator,
cite visitation teams and CIB in the service ceaters, will be used 10 identify potentially abusive
preparers. Information obtained during the visitations will be used to recommend inftiation of 2
PAC, if warrantad. The following acdvities will be complzted:

2. Dctermine the number of teams needad to conduct visitaticas.

b. Selecdgn and formaton of teams. '

c. Conduct odentation of team members on TLF requircments, return preparer
provisions, authority to conduct visits, peaalty assertens end referrals to the PSC.

6. Some czses racaived from CID may have refunds frozen. CID will refer scheme
r=ferals to the RPC who .will te responsible fer forwarding the rettms to the PSC. The PSC will
decide within thirty days which remims will remain frezen with 2 TC 570 (civil freezs). Th=
BSC will submit a list of the retumns to remain froze= to CIB who will input the TC 570 before
the 91X (iminal fieeze) is reizased. CIB will release the 91X freszes on all rctumns in the
scheme. Note: The District Direcfor’s approval is required for those returns where the
refund remains frozen. (See Exhibit I - Request for Approval to Continue Freezing
Refunds).
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Criminal Investigation and Examinztion Divisions

C. The Service Cemter Criminal Investigzton Branch furmishes the District Criminal
Iavestigzrion Division with leads on potentially abusive prezarers who are filing sesmingly
fraudulemnt returns. Scheme referrals may zlso be rezzived from CIB through Service Center
Clessification. The following acticas should be taken by the District Examination and Crimine]
Investgation Divisions on potencally abusive preparer cases within the time periods prescribed.

Most cases will be generzted during the filing seascn 0 address noncomplience. Esrly
identificadon and intervention by Elecoonic Return Originator (ERO) site-visits is essential to
stopping abusive rzfund schemes.

1. The District CID bas ten workdays to mumber the referral/scheme as 2 primary
irvesdgation or.forward to Examination.

2. Rejected r&'::'ra]s will be forwerded to the PSC for assignment and vistation by a
muld-funcdonal site visitation team, if warranted. The visitation will take placs within rwency
workdays after receipt of the case by the PSC.

3. The site visitation team will assert IRC ssction 6695 return preperer penalties, if
warranted, recommend initiation of @ PAC ot no-zction. Exzrainers may charge time for sits
visits to activity code 522. The PSC should revisw 2!l recommendatiens and site visitaticn
reports prior to submission of a request for approvel to inidate 2 PAC. Inifadon ofa PAC
cequires the apgroval of the District Director.

4. Approved PAC files will be forwarded to the RPC for disposition of non-sslected
returas and to establish AIMS controls on ell cases selected for examination.

S. The RPC shoud maintain smtistical data on all referrals where rerurmn preparer penalties

were asserted in order to deterpine in an expeditious manner the results of a pardcular PAC. All -

referrals should be tracked to determine the isposdon, timelinass-of-acdons, end reason jor
iniiating or not inidating program action. Farm 5809, Preparzr Peazlty Case Control card, is
used to track results of a particular PAC. All cases, including relared, prior and subsequent

yezrs, should be established on AIMS using source code 49, with an appropriare Iocal project
code. Results of esch PAC should be furnished on a monthly basis to the PSC for evaluation.
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D. The Chief, Examination Division, may assign ons or more tax zuditors or Compliancs
Officers to the position(s) of Market Segment Specialization Program (MSSP) Retumn Pregarer
Specialis(s) assigned to office or field groups (optional at the discretion of diswict). These
assignments will be made in accordance with NTEU cegotigted agresment on MSSP egreements.

Responsioilitics of the position(s) should inchude:

1. Complete return preparst pecalty casss using the following procedures: Time will be
charged 1o the following activity codss:

501 - Negligence - IRC 6654(a)

502 - Willfulness - IRC 6694(b)

503 -'Enidorsing or Negotiaring 2 R=fund Check - IRC 6695(f)
504 - Idcntification Pezalties - [RC 6695(2)<(c)

522 - Site Visitadon Teem Visits .

a. Review casc files ugcn compledon by ths sxamin=r and secure the group mmager’s
2pproval

b. One case file per preparer may be comgiled o essert 2ll proposed penaldes.

¢. The Retumn Preparer Specialist will cornact the preparer for a closing confsrence; if
accepted, the manager of the group or locsl POD will be requested to attend if the
case is umagreed. The following steps will be taken w complete the cise:

-(1) Fully develep 2nd docurnent the fzcts and circumstances rmgazﬁing
preparzticn of the rerumn.

() The prepare?’s position will be fairly and carefully considered and clearly
reflectad in the penalty case work papers and on Form 5808, Retumn Preparzr
Pepalty Follow-up.

(3) Approgriate copies of the income tax examination work papeTs, returns, end
the Revenus Agent Report (RAR) will included in the file. (Refer to IRM
(20)(11)36:7 and Exhibit (20)(11)00-1 for = liss of items that should bs included
in the sweparer case file when agpropriete).

d. Upoa compledon of the closing conference, the case will be closed by the exarnines
following the closing procsdur=s for agreed or unagreed preparer penalty cascs as
outlined in IRM (20)(11)1(11), 20)(11)37, and (20)(11)14.
2. Additional assigmments at the discredon of the District may include :

)
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a Conducting and documeniing imterviews vith ncacompliant preparers to discuss
problem areas in an effort to curb future noncompliance by the retum preparer.

b. Referring information on retura preparers suspected of imvolvement in questionable
practices to the RPC. This information will be obtaines by wor{nng with tax auditors
and revenue agents.

E. Plenning and Special Pregrams Branch currently is required to have a RPC. The individual
occupying this position should unceriake ihe Zollowing actiozs to exsure that guestionable rerurn
preparers and the retums they prepare are identified:

1. The CIB's may have ocelly developed retumn preparer computer extracts. I available,
these exaracts may be used in cogjuncicn with the PSP Prezarer Inventory Listing (PIL) to
identify returns for further research.

2. The RPC will analyze referrals on preparers ‘orwarded by Service Center Classification
as well as lovally developed Cl and Examinzdon Divison referrals.

3. The RPC should work with the Diswic: Disclosure Officer and/or Fed/State Coordinazor
1o obtain leads from the local State Tax Agency on abusive retumn preparers. Information secured
from the State should be evaluated in the sarme manner as that obtained from internally developed
sources.

4. If the RPC determines from 2 review of the information that a PA.C is warranzed, then
the RPC will take the following sieps:
2. Request, if necessary, an apgropriate szr=zis of reums prepared by the subject
preparer from the preparer’s research file, The RPC will screem these returns to
determine if they appesr to warrant examination.

b. The RPC submits information contained m IRM (20)(11)17(65) to the PSC for
preparation of a request to initiate a PAC on the return preparer,

¢. Retums selected for exsmination as part of a PAC and approved by the Distric:
Director are assigned to examiration groups by return preparer on 2 sample basis per IRM
(20)(11)17¢6).

!

S. After approval of a PAC, rezurrs eveluated and selected for examination will be
assigned by the RPC to a fisld or office group. The returns will be clearly idendfied 2s a *Retrm
Preparer Program Action Case,” and will include all pertinenz mfot—mnor: from the
preparer’s profile. Al returns inciucing related, prior and subsequent years, will be established on
AIMS using source code 43 and the appreprizte local project code.
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6. Returns received from Servics Center Classification, through the PSC, mzy have TC
570 which is preventing release of the refuad. Whenitis determined that cases with the TC
570 wAll not be examined, the RPC will be responsible for releasing the freeze witha TC
571 before sending the returns to fle.

9. The Service Center RPC will forward copies of the first two pages of the related income
tax return, & copy of the related income tax report, znd copies of relevart work papers from tte
income tax case file for consideration of the assertion of preparer penalties to the District
RPC. If penalry asscrdon is warrenzd, the RPC will assign the preparer fle to an
examinstion group. .

3. At the direction of the District PSC, the District RPC will release frozen refunds
(either partially or in entirecy) on cases beicg held for examinaton.

9. Inall sfmidons in which refinds are held during an examination, the Director will have
signed the proper approval form previously discussed.

o and Examiner Responsibilities

1. Cases referred to the groups by ke REC will be examined under existing procedures
and standards. Besed on the results from the sxaminztion &f the sample, it will be
determined whether penaliies or sanctions re wacraated. Kitis detsrmined that retura
preparer penalties are warranted 2 peepars penalty case will be opened.

2. Each income tax examinesion is separate from the return preparer penalty case.
Thercfore, examiners will not propose identificaticn or conduct penaltics in the preszace of the
taxpayer.

3. Gensrally, no retura preperer penalty will be proposed umtil exzmination of the
individual reumns at the group level is completed. However, if the preparer caseis
inseparable from the income tex cxamination, both cases mzy be completed
simultaneousty. If the ncorme tax case is unagreed, the éxaminer may pursue the
preparer penalty afrer the unagreed income tax case is submirzed at the group level.

4, When penalties are not gursusd, apgropriate comments 2s to the extent of the review of
any ideatification and/or conduct retum sreparer provisions wll be docureniad in the
work papzrs. '

5. Comamants proposing or discussizg penalties against retum preparers may not be

2ppropriate when related crimine potemiai is under consideration ageinst the taxpayer.
These cases should be discassed with CID. .
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6. 1f the cxaminer concludes thata panalty case should be parsued, the examiner wiil
complete two copies of Form 6459, Retum Preparers Check sheet, and discuss the
recommendations vwith the group manager.

7. If the group manager authorizes the opening of a scnalty investigation, he/she will
document such authorization by sigaing the Form 6455. A copy of this form will be
placed in both the preparer and the relatsd income tax casc files. The penalty casc
file may be forwarded to the R=tum Preparer Sgecialist, if the position exists in the
district, (position should be established acsording to locally developed procedures) or the
examiner, for completion in accordence with IRM (20)(11)1(11) and (20)(11)36. Note:
The return preparer penalty account is not established or controfled on ATMS.
Examiner must complete 2 Form 8278, Computation and Assessment of
Miscellaneous Penalties.

8. Each m#f;agcr and examiner should become familier with IRM Chapter (20)(11)00.

9. The examination group manager is required to forward a written report to the Director
of Prectice when there is reason to believe that m ancrnsy, certified public accountant,
curolled agent, enrolled actuary or appraiser has violzt=d the rules set forth in the
Treasury Department Circular No. 230. o

10. A referral is also required if an egreed penelty under IRC sections 6694(a) and/or
6694(b) is obtained. This report should be routed for 2pproval through the Chicf, Quality
Measurcment Staff, Chief, Examination Division and signed by the District Direztor.

G. Each district should d=velop a follow-up sysiem o preparers where penalties, suspension
of filing privileges, and/cr injunctive actions have been uzdertaken. Retums prepared in
subsequent years by these preparess may be evaluated acd selected for examination on a sample
basis in order to determine the cxtent of continu=d nonccmplience. Results fram pegalty
assessments on return preparess should be obrmined from Forms 5809 which arc submitted to the
RPC. Districts may find it bezeficial to use the multi-fonctiona! site visitation tzam to detormine
compliance of return preparcts identfied 2s prepezing abusive retumns in preceding years.
Information obtained by the team may be used 1o initiate program acton on the preparsr.
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O. Each Service Center/Compliance Center may initate the following procedures:

Crimingl Tnvestigati cl

A. The CIB Return Preparer Coordinztor will work with the Service Center Examination
RPC, CID, the District Examination RPC, znd Electronic Filing Coordinator. This individual
will be responsible for the following:

1. CIB will screen return pregarer schemes and will disaibuts packages to CID in the

District, as appropriate. Scheme packages not transmitted 0 District CID will be forwarded to
the RPC in Service Center Classification.

2. CIB will set aside potantial return preparer schemes for Service Ceater Examination
Classification. Service Center Examination has ten workdays to classify the returns.

a., If accepted for examination, CIB will take the following acdons:

(1) Check the module to detetmine if any condition other than the 91X is holding
the refund (assuming the refund has not been issued). If not, input TC 570.

(2) Release the 91X freszz.
b. Ifrejected by Classification, CIB will release 91X and send returns beck to files.

B. Potential return preparer cases should continue to be identified in each Servics Center
function per existing procedurss. Non-criminal cases will be discussed with the Examination
RPC at the Service Center, as warramed. The referral process is as follows: b

1. Send information oa jotential criminal cases to the Servics Center CIB for mescarch and
deveclopment.

2. 1n all instances Service Ceater CIB will discuss the characteristics of suspzctsd preparer
abuszs either telephonically or by formal r=ferral to District CID. When CID detenines ne
criminal potental exists, the case will be referred to Service Center Classification.

3. Non-criminal cases will be seat to the Examination RPC at the Servicz Cexntex for
classification. Returns may be classified for examination by Correspondence Examination
(CORR EXAM), Distict Examiipaton, or retumned 1o files. Refunds must be released on 2ll
cases going directly to District Examination RPC.
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C. Each Service Ceater Examination bas a designated RPC as provided for by IRM
4(13)1(15).1. The Service Center Exom RPC will:

1. Sere=n 2nd classify referrals received from the CIB RPC within tea work days of
receipt Cases may be selected for CORR Exzm, District Examination or accepted as filed (gon-
select).

2. Cesss selecied for CORR Exam will bs =xamined at the Service Center undar
existing procedures and standards. Every effort should be made to work these casss
cxpeditiously since the cases may come from CIB with a TC 570 freezing the refund. Reporis on
cases where assertion of prepar=s penelies appears to be appropriate will be mailed to th: Exam
RPC in the appropriate Distic: Offics by the Servies Ceater Examinatica RPC.

b.. Cases with issues best examined in a fzce to facs interview may be sslacted for
Digtrict Offics examination. ’

(1) The most egregious returns may te sent dirsctly to the PSC with te= refimd
fozen. Note: The PSC may make a recommendstcen to the District Director 0 continue
fre=zing refunds while the case is in Examinartion (ses previously discusssd Ragusst for
Arzroval o Continue Freezing Rafunds form).

(2) For other rerurns selzcted for the district, Servics Ceater Classiicaton will
b responsible for ensuring the TC 571 is ioput to ralease the refund prior ¢ s==ding them (o the
Exzroization RPC in the approgriate districz,

(3) Tac Servies Center Examination RPC will send thase cases, whether © ths
PSC crdiszict RPC, viza Form 3210 afisr esiablishing th= cases oa ADMS.

c. Remurns that have litle or oo examiration potential may be eccepted as Sied (zon-
selezted), These casss will not be cn AIMS and oncs the TC 571 bas be=a input to relesse e
refind, the retums may be seat to fles.

d. To ensurs coasistzncy of t=amment of mxpayers within a particular prepers: ssaexe,
it is recommended that those cases e assigned 10 ons CORR Exam group, whencver pessible.
2. Cases s=lected for CORR Exem will be sstablisked on AIMS. Tke Servics Cazes
Exzm RPC will ensure that these individual taxpayer returmns are estatlished oo AIMS usicg
source code 49 2nd an appropciate local project code.

10
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P -test for Approval to Continue Freezing Refunds

We have reviewed returns preparcd by the person shown below and believe there is adequare
jusafication to continue to freze the refunds of taxpayers on which he/she has prepared
questionable remrns. We ask for your concwnrence on holding these refumds until the

examinations arc cormplets,

Name of Preparer:

Address:
Number of Taxpeyers [nvolved:

Primary Issues [d=ntfied/Facts to be Cornsider=d:

P-malty Scre=ming Member Approvels

Daze
Dars
Date
Dat=
Approve
Distic: Directer Date
Disapprave,
Cisirict Dicector Date
Exhibit I
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i T Peal Inpat TCS71 Sexvice bpat TC 571
Visitztica 7] ° Scqeeming to Cealer to
Tearmw Comcites Bsleasc Refund Carx. Exam Releqse Refind
l 4
Nori-Selects Dismict - Close Non-Selests
o Renzmn Preparer Thra to
Flles Coodinatcr ADMS Files
L_l y
i Raless= |: Agpproved PAC
! Cdm. Inver |; Assigned
R l ...... ;
i Releass :
¢ Crm.Iov.
Lo b=
Y
Cloe=
Thra
AIMS

Exhinhit IT

‘ Revislon Date: Angast2, 199
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